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 I study the impact of the U.S.-China trade war in the presence of processing trade and 

global value chains. In contrast to the U.S., approximately 40% of Chinese imports are 

processing imports of intermediate inputs used in export-oriented products. Most notably, 

processing imports pay zero tariffs, even during the trade war. The first two chapters of my 

dissertation provide empirical and theoretical evidence that this duty-free policy served as a 

built-in mechanism that reduced the trade war damages. In my job market paper, “Trade War, 

Processing Trade, and Global Value Chains,” I build a workhorse quantitative model of 

international trade with sectoral linkages through traded intermediate inputs to quantify the 

welfare impact and perform policy experiments. The novel element of the model is to 

incorporate China’s duty-free policy on processing imports. Specifically, I model China as two 

economies: One engages only in processing production and the other only engages in non-

processing production. By doing so, I consider China to be two “trade regimes” that share a 

single labor market and aggregate demand. Then, I use the latest OECD inter-country input-

output table to separately calibrate the parameters for China’s processing and non-processing 

production and simulate counterfactuals. I find that the duty-free policy significantly reduces 

China's welfare loss by 44%. I also find considerable spillover effects on U.S. sectoral outcomes. 

 In my second paper, “Trade War from the Chinese Trenches,” I use transaction-level 

Chinese customs data from 2017 to 2019 to analyze the impact of the trade war and estimate 

related elasticities. I find significant reductions in non-processing imports from the U.S., whereas 

there is no significant effect on processing imports, which were exempt from the import tariffs. 

These findings are consistent with the dynamic trends revealed by an event-study framework and 

are robust to a variety of placebo tests. I also show that there is no evidence of a significant 

import trade diversion effect or of third countries taking over the share of U.S. products in 

Chinese imports. 

 A third paper evaluates the impact of the Belt and Road Initiative (BRI) on trade and 

welfare, considering the potential year-round opening of the Northern Sea Route (NSR) due to 

global warming. First, I use ArcGIS network analysis and a discrete choice model to estimate the 

changes in bilateral trade costs due to the BRI transportation infrastructures. Then, I simulate the 

counterfactual trade costs assuming that the NSR is fully open for large container ships. Finally, 

I use a model with input-output linkages to estimate the welfare impact of the BRI, given that the 

NSR provides an alternative route that reduces the shipping cost significantly. 
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